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State your name and business address. 

Charles C. S. lannello, Illinois Commerce Commission, 527 East Capitol Avenue, 

Springfield, Illinois, 62701. 

By whom are you employed and in what capacity? 

I am employed as an Economic Analyst in the Illinois Commerce Commission’s 

(“Commission”) Energy Division -- Policy Program. 

What are the responsibilities of an Economic Analyst in the Energy Division -- 

Policy Program? 

An Economic Analyst in the Energy Division -- Policy Program, conducts research 

and economic analyses of the gas and electric industries, reviews tilings and 

prepares recommendations to the Commission, acts as a policy advisor to hearing 

examiners, identifies policy issues in Commission dockets and prepares written 

and oral testimony that sets forth opinions and positions on pertinent policy issues. 

State your educational background and professional experience. 

I hold a Bachelor of Science degree in Economics with a concentration in Finance 

from the State University of New York College at Buffalo, and a Master of Science 

degree in Economics from the University of Wyoming with fields in both Regulatory 

and Environmental Economics. Prior to attending graduate school, I was employed 
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by Smith Barney Incorporated as a financial consultants assistant. During graduate 

school I worked as a research and teaching assistant in the Department of 

Economics. I have been with the Illinois Commerce Commission since September 

1998. 

Q. 

A. 

Please summarize your testimony. 

My testimony addresses a retail gas unbundling program called Customer Select, 

which Northern Illinois Gas Company d/b/a Nicer Gas Company (“Nicer” or 

“Company”) proposes to modify. The purpose of my testimony is to recommend 

certain modifications to the Company’s proposal. 

II. 

Q. 

A. 

BACKGROUND 

Please discuss the history behind the Customer Select Program (“Customer Select” 

or “Program”). 

In October of 1997, the Commission approved Nicer’s filing to place into effect 

Rider 15, Customer Select Pilot Program, Rider 16, Supplier Aggregation Service, 

and some proposed revisions to existing tariff sheets. The combination of these 

tariffs allowed Nicer to offer a pilot transportation program (“Pilot Program”) to small 

volume industrial and commercial customers that had not chosen to take 

transportation service under existing transportation tariffs, Initially, Customer Select 

was available on a first-come, first-served basis to customers served under Rate 4, 
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General Service, Rate IO, Compressed Natural Gas, and Rate 11, Energy Service 

with a participation limit of 20,000 customers. 

In September 1998, Nicer received approval to expand availability of the Pilot 

Program to a total of approximately 65,000 industrial and commercial customers 

Andy 80,000 presidential customers. The second year of the Pilot Program 

commenced on May 1, 1999, and marked the first time that residential customers in 

Nicer’s service territory were allowed to choose their own natural gas supplier. 

In September 1999, Nicer received approval to expand availability of the Customer 

Select Pilot Program to approximately 265,000 residential customers and all 

commercial and industrial customers. The third year of the Customer Select Pilot 

Program began on May 1, 2000, and 12 competing suppliers are currently serving 

more than 122,000 industrial, commercial and residential customers. 

On August 11,2000, Nicer filed revised tariff sheets for Rider 15 and Rider 16 and 

related changes to Rider 6 and the Company’s Terms and Conditions. The 

Commission suspended Nicer’s filing on September 20, 2000, and the instant 

proceeding was initiated. On November 1, 2000, the Commission approved a 

Nicer filing that complied with the Commission’s Suspension Order in the instant 

proceeding by extending the term of the Customer Select Pilot Program through 

3 
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April of 2002 and ensuring the “seamless availability of Riders 15 and 16 to those 

already served under these riders.” (p. 2) 

Q. 

A. 

Please describe the Company’s proposed Customer Select Program. 

Nicer proposes to place into effect Rider 15, Customer Select, Rider 16, Supplier 

Aggregation Service, and some proposed revisions to existing tariff sheets. The 

combination of these tariffs allows Nicer to offer a gas transportation program 

whereby customers canarrange to have the Company deliver natural gas 

commodity purchased from competitive suppliers. The optional Customer Select 

program would be available as an alternative to traditional bundled sales service in 

which the Company provides the customer with natural gas commodity at a 

regulated rate. All industrial, commercial, and residential customers would be 

eligible to participate although the Program is designed to accommodate 

customers without daily metering technology. (Large customers with advanced 

metering technology tend to find service under other transportation riders more 

economical.) Most residential customers would have the option to choose an 

alternative supplier for the first time under Customer Select. 

Q. 

A. 

Were you familiar with Nicer’s Customer Select Pilot Program before the initiation 

of the instant proceeding? 

Yes. Since October 1998, I have followed the Customer Select Pilot Program and 

reviewed various filings to extend, expand, and modify the Pilot Program. 
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93 

Q. 

A. 

Does Nicer propose substantive changes to the Customer Select Pilot Program? 

Yes. The Company is proposing to make several changes to Riders 15 and 16, 

and related changes to Rider 6 and the Company’s Terms and Conditions. I 

summarize Nicer’s proposed revisions below: 

94 

95 
96 
97 
98 

A. Nicer’s Proposed Revisions to Rider 15, Customer Select Pilot 
Program 

99 

Q. Please summarize the Company’s proposed changes to Rider 15, Customer Select 

Pilot Program. 

100 A. First and foremost, the Company proposes to eliminate the termination date and 
~_~--_I__ 

101 

102 

103 

make the permanent program generally available to all customers on the 

Company’s system except municipal accounts receiving franchise gas or accounts 

with multiple meters. 

104 Nicer’s other proposed revisions to Rider 15 include: 

105 
106 
107 
108 
109 
110 
111 
112 
113 
114 
115 
116 
117 
118 

Limiting a customer’s exposure to “gas related costs” rather than “fees” in the 
event that a supplier fails to reimburse the Company for services rendered. 

New language prohibiting customers selved under Customer Select from 
designating their supplier as the bill recipient for bills rendered by the Company. 

Elimination of the enrollment period and an allowance for customers to switch 
suppliers once per billing period on a year-round basis. 

Allowance for continuation of service in the event that a customer changes 
service locations within the Company’s service territory. 

Reducing from 60 to 45, the number of days a customer can be in arrears before 
being returned to sales service by the supplier. Customers returned to sales 
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service or non-payment would Abe required to remain on sales service for a 
period of not less than twelve months. 

l Customers returned to sales service for any reason other than non-payment 
would be required to remain on sales service for a period of not less than twelve 
months or choose an alternative supplier within 45 days of returning to sales 
service. 

l Proposed language that dictates the order in which monies from third parties 
such as the Low Income Energy Assistance Program, will be distributed among 
suppliers and the Company. ~: 

B. Nicer’s Proposed Revisions To Rider 16, Supplier Aggregation 
Service 

Please summarize the Company’s proposed changes to Rider 16, Supplier 

Aggregation Service. 

Nicer’s proposed revisions to Rider 16, Supplier Aggregation Service include: 

l Eliminating the $10.00 Group Additions Charge for customers switching from 
sales service to the Customer Select Program. 

l Increasing the month-end delivery tolerance. This increases the amount of gas in 
a suppliers account that can be carried over to the next month. This change 
also reduces the volumes of gas that the Company either purchases from or 
sells to suppliers at the end of each month to balance supplier accounts. 

l Introducing several new charges including an Operational Flow Order Non- 
Performance Charge and a Required Daily Delivery Non-Performance Charge 
that replaces the Non-Critical Day Non-Performance Charge. 

l Adding a “Required Daily Delivery Range” section that explains the amount by 
which suppliers’ nominations are allowed to vary from Required Daily Deliveries 
and the amount that suppliers’ actual deliveries for the month may vary from the 
Company’s Required Daily Deliveries for the month. 

l Assigning storage capacity in the amount of 26 times a supplier’s group 
Maximum Daily Contract Quantity (“MDCQ”) and six times their group MDCQ for 
balancing. 

l Defining the method of determining storage injections and withdrawals. 

6 
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l Increasing the firm transportation requirements from 28% to 32%. 

l Offering more flexibility in meeting the firm transportation requirements. 

. Adding a new “System Operational Controls” section to Rider 16, which would 
provide Nicer with the ability to issue Operational Flow Orders (“OFOs”) to 
suppliers delivering gas to Nicer’s system. 

l Introducing three new standards and one revised standard to the “Standards of 
Conduct” section. Also, an additional statement regarding enforcement of the 
Standards of Conduct has been added. 

C. Nicer’s Proposed Revisions to Rider 6, Gas Supply Cost and Terms 
and Conditions 

Please summarize Nicer’s proposed revisions to Rider 6, Gas Supply Cost and the 

Terms and Conditions in the Company’s tariff. 

In the Terms and Conditions, Nicer proposes new language to explain the 

calculation of the MDCQ for a group. In Rider 6, Gas Supply Cost, Nicer proposes 

language that would permit the Company to flow costs associated with the purchase 

of supplies during Operational Flow Order Periods through the Aggregator 

Balancing Service Charge and commodity costs through the Commodity Gas 

Charge. 

D. Areas of Concern 

What is your overall opinion of Nicer’s proposed Customer Select Program? 

I believe that the Customer Select program provides consumers with an important 

choice and the opportunity to benefit from alternatives to traditional sales service. 

7 
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Q. 

A. 

Do you have any concerns about Nicer’s proposed revisions to the Customer Select 

Program? 

Yes. I am concerned with revisions to the following sections of the tariff found in 

Nicer Exhibit AEH-4: “System Operational Controls” on pages 9 and 10, “Charges” 

on pages 5 through 7, “Standards of Conduct” on pages 10 and 11, “Billing Date” 

on page 3, “Charges” on page 3, and “Billing and Payment” on page 4. 

Throughout the remainder of my testimony, I identify these concerns and 

recommend changes to the Company’s proposed tariff, My recommendations 

would improve program operation and increase the potential benefits associated 

with the Program. 

Ill. 

Q. 

A. 

OPERATIONAL FLOW ORDERS 

Nicer proposes to introduce OFOs that would apply only to suppliers serving 

customers under the Customer Select Program. Please describe how Nicer 

proposes to apply OFOs under the Customer Select Program. 

Under the new “System Operational Controls” section, the Company proposes 

language governing instances when the ‘I... Company, in its sole discretion, 

determines that a situation is or may be developing that would impede the efficient 

operation of the system in which adequate pressures may not be maintained or 

overall integrity could be threatened.” (Harms Ex. AEH-4, p. 10) 
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The Company proposes the use of OFOs to remedy situations where the Company, 

in its sole discretion, has determined that a system imbalance may occur. If such a 

determination is made, then “...the Company shall first request Suppliers to 

voluntarily increase or decrease nominations to the system, shift nominated volumes 

from~ certain pipeline citygate stations to other pipeline citygate stations, or take 

other actions that would alleviate the situation.” (Ibid.) If voluntary actions were 

insufficient;~:the~~~~Company-.,wauld~~ imposes OF& ~requiring suppliem to alter 

scheduled deliveries. If the OFOs were insufficient to alleviate the system 

imbalance, Nicer would alleviate the situation through any actions it deems 

necessary. Suppliers that do not adhere to the Company’s orders would be 

assessed a penalty in the form of an Operational Flow Order Non-Performance 

Charge. Any costs incurred by Nicer to mitigate the system imbalance would flow 

through the Aggregator Balancing Service Charge -- a charge assessed to all 

suppliers in the Customer Select Program - in addition to costs for pipeline and 

storage services that are provided to suppliers under normal operating conditions. 

Do you have any concerns about the Company’s proposed OF0 language? 

Yes. I question whether there is a real need for OFOs. At this point in time, the 

Company has not demonstrated to StaWs satisfaction that a need for OFOs exists, 

nor has the Company indicated that operational integrity has ever been threatened 

by the actions of suppliers participating in the Customer Select Program. In fact, 

9 
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annual throughput associated with the Customer Select Program amounts to 

approximately 5% of the annual throughput on the Company’s entire system, and 

approximately 11% of the annual throughput associated with all transportation 

customers on the Company’s system. Even if system imbalances arise in the future 

and OFOs become necessary to remedy imbalances, then such OFOs should not 

apply only to those suppliers participating in the Customer Select program. 

Volumes delivered by the Company and by suppliers serving large transportation 

customers under non-Customer Select transportation tariffs are no more or no less 

likely to create imbalances on the system that would precipitate a need for OFOs. 

If the Company can demonstrate that OFOs are essential to system reliability, the 

Policy Program believes that all parties shipping gas on Nicer’s system should be 

required to abide by OFOs, not just Customer Select suppliers. There is no 

fundamental difference between the Company, a supplier serving large volume 

customers, and a supplier serving customers under the Customer Select tariff. All 

shippers provide the same essential service -- provision of natural gas commodity 

to end-use customers on the Company’s distribution system -- regardless of the 

tariff under which they operate. Thus, the need for, and implementation of, OFOs 

should be addressed in a separate proceeding where the tariff provisions apply to 

all parties serving customers on Nicer’s distribution system. 

10 
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Do you have any other concerns with Nicer’s proposed method for implementing 

OFOs? 

Yes. The manner in which Nicer proposes to implement Operational Flow Orders is 

inefficient. Nicer proposes to require suppliers to shift their nominations on a pro- 

rata basis. Because the cost of shifting nominations would differ from one supplier 

to. another, a~~requirement ~to shtKnominations on a pro-rata basis would produce 

inefficient results. 

Q. Why would costs associated with shifting nominations differ from one supplier to 

another? 

A. .Suppliers thattare servings a relatively~small number of customers in the Customer 

Select Program may hold capacity on a single pipeline with one citygate delivery 

point. Suppliers that are serving a relatively large number of customers in the 

Customer Select Program may hold capacity on several pipelines with several 

citygate delivery point options. Because suppliers generally acquire enough 

capacity to serve customers during periods of peak demand, some suppliers may 

hold excess capacity during off-peak periods. If the Company called an OF0 

requiring suppliers to deliver gas to an alternate citygate delivery point, any 

suppliers holding excess capacity to that city-gate delivery point would likely incur 

fewer costs than suppliers without available capacity to the same delivery point. 

11 
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Nicer’s -proposed method of implementing OFOs would disregard any cost 

differences among suppliers and require all suppliers to shift deliveries in an 

inefficient manner on a pro-rata basis. This would not result in a least-cost solution 

to alleviating imbalances on Nicer’s system. The pro-rata application of an OF0 

may place undue burdens on suppliers serving small numbers of customers if other 

suppliers, serving large-numbers of customers, were able to shift nominations at a 

lower cost and recover those costs from suppliers facing higher costs. 

Have you identified any informational problems with the Company’s proposed 

method for implementing OFOs? 

Yes. Then-Company~~~ proposes language to give -itself “. .sole discretion.. .” in 

determining the need to alleviate situations that may impede the efficient operation 

of the Company’s distribution system and require the issuance of an OFO. Nicer 

would presumably observe the potential for an operational problem developing on 

the system, and inform suppliers that they must take action to alleviate the situation. 

The Company would not be required to follow any guidelines in determining when an 

OF0 should be issued. 

Unlike a critical day, where weather forecasts allow suppliers to formulate 

expectations about the likelihood of Nicer imposing additional restrictions on 

supplier nominations, there would be no information available for suppliers to 

formulate expectations about the likelihood of Nicer issuing an OFO. Although the 

12 
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Company’s knowledge of its own capacity~ Andy capacity held by suppliers likely 

provides insight into potential problem areas on the system, the Company does not 

propose~to~share~this insight. 

Q. 

A. 

Have you identified any incentive problems with the Company’s proposed method 

for implementing~~DFOs? 

Yes. OFOs could enable the Company to reduce its gas costs by shifting the 

burden of alleviating potential operational problems onto suppliers in the Customer 

Select program. 

~The-Company’s~Gas Cost ~PerWnanseProgram~(“GCPP”), a-performance-based 

rate program, measures the Company’s gas purchasing performance against a 

benchmark consisting of several variable components and one fixed component. 

The costs covered by the GCPP are costs that have traditionally been recovered 

through a Purchased Gas Adjustment (“PGA”) and include the cost of natural gas 

commodity, interstate pipeline transportation, and off-system storage. At the end of 

each calendar year, the Company’s gas costs are measured against the 

benchmark to determine the level of savings or losses for the program year. If the 

Company’s costs exceed the benchmark, the Company absorbs 50% of the losses 

from ratepayers. If gas costs fall below the benchmark, the Company recovers 50% 

of the savings from ratepayers. Hence, the GCPP provides the Company with an 

incentive to lower gas costs. 
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To the extent OFOs enable the Company to reduce its gas costs by shifting the cost 

burden of alleviating potential operational problems onto suppliers, the Company 

has an incentive to call OFOs and reduce its costs relative to the GCPP’s 

benchmark. OFOs would translate into savings for the Company by shifting costs 

onto-~suppliers and lowe~ring the Company’s gas costs relative to the GCPP 

benchmark. 

For all of the reasons provided above, I oppose Nicer’s proposed language in the 

“System Operational Control” section of Rider 16. (Exhibit AEH-4, p. 9) I also 

oppose all proposed charges related to this section, alItproposed language 

referencing this section, and all modifications to Rider 6 associated with this 

section. 

GROUP ADDITIONS CHARGE 

Please describe the “Group Additions” charge in the Company’s proposed Rider 

16. 

The Group Additions charge consists of the following provisions: (a) a $10 charge 

per each customer account added to a supplier’s Customer Select group, except 

for customers switching to the group from sales service; (b) a $30 charge for each 

customer removed from a previously established non-Customer Select group (as 

specified on Sheet 51 within the Terms and Conditions); and (c) a 10% discount 

14 
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from a Chicago citygate price index on any payments made by the Company for 

gas in storage for the customer’s account. 

Q. Are these charges reasonable? 

A. I have not investigated whether these charges are “cost justified,” since Staff 

witness Sweatman was assigned that task. However, from the perspective of 

encouraging a competitive market, the $10 charge per each customer account 

-~-added to a,supplier’s group hasthe~potential to be anti-competitive. 

While the proposed Customer Select program is available to large commercial and 

industrial-customers, ~-the~~ ,program-his targeted toward residentialt and small 

commercial customers. The margin for a supplier serving residential customers is 

minimal. The Group Additions Charge reduces the profitability of serving customers 

under the Customer Select Program, and may discourage suppliers from actively 

competing for small volume customers. Thus, the Group Additions Charge would 

not only effect Customer Select suppliers by directly reducing their profits as they 

sign more customers, but also could result in fewer customer savings as suppliers 

charge higher prices that reflect the incremental cost of other suppliers signing away 

their customers, Hence, in this regard, the $10 charge is not reasonable. 

Q. Do you have an alternative to the $10 charge per each customer account added to 

a supplier’s group? 

15 
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Yes. I propose to eliminate the $10 component of the “Group Additions” charge and 

increase the Company’s proposed $1 “Account Charge” in order to recoup the 

expected costs associated witch the Company’s proposed $10 charge. This will 

require only a slight increase from $0.88 (Staff witness Sweatman’s recommended 

Account Charge) to $0.92 per customer account per month. The calculations for the 

AccounttCharge increase are contained in Exhibit 1 .I attached to this testimony. 

Recouping the costs on all customer accounts and not just on account changes 

eliminates the penalty for actively competing for and signing on existing 

transportation customers. Thus, my proposed change will increase the 

competitiveness of the Customer Select marketplace. Furthermore, since all 

customers benefit from the removatof barriers toswitching regardless of whether 

they actually switch suppliers, recouping the costs of switching from all customers’ 

accounts is reasonable. 

Finally, since the expected cost is so small and since the Company sometimes will 

also be receiving a $30 charge for each customer removed from a non-Customer 

Select group and a 10% discount on storage gas reimbursements, the Company 

may be willing to eliminate the $10 group addition charge and forego any increase 

in the Account Charge. This would also be reasonable and beneficial to customers, 

in my view. 

Q. Do you have any other recommendations with respect to the Group Additions 

16 
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388 

389 A. 

provision of Rider 16? 

Yes. While Staff is aware that the $30 fee specified on Sheet 51 of the Terms and 

390 Conditions but referenced in Rider 16 applies only to customers leaving previously 

391 established non-Customer Select groups, the tariff is not clear. To clarify, I propose 

392 to amend what is now the second sentence of the “Group Additions” paragraph in 

393 

394 
395 
396 
397 

Rider 16,asfollows: ,~~~_~m ~= 

For Transportation Customers that are removed from a previously 
established non-Customer Select Group, the Fee for the Group 
Changes as specified fin Terms and Conditions of this Tariff, Sheet 
No. 51, shall also apply. 

398 

399 
400 
401 

402 

403 

V. 

Q. 

A. 

STANDARDS OF CONDUCT 
_. -~~~~ 

Please discuss the Company’s proposed revisions to the “Standards of Conduct” 

section in Rider 16, Supplier Aggregation Service. 

The section “Standards of Conduct” contains a list of standards that suppliers must 

404 

405 

406 

407 

adhere to as a condition of elrgrbrlrty for service under Rider 16, Supplier 

Aggregation Service. Most of the standards are contained in the current Rider 16. 

However, the Company proposes three new standards and some revisions to the 

existing standards. The Company proposes the following new standards: 

408 
409 
410 
411 
412 
413 
414 
415 
416 

promptly notify any current or past customers of any billing 
adjustment for cancels and rebills; 

(1) refrain from causing to be changed, the Customer’s mailing 
address to a location accessible to the Supplier; 

(m) provide to each Customer added to or deleted from a Group 
they manage, a letter of explanation sent through the United 
States mail; (Harms Ex. AEH-4, p.11) 
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The Company also proposes the following revised standard: 

(9) ensure that Customers are given adequate prior notice (15 
days) of termination of commodity service from the Supplier 
prior to any applicable contract termination or at least 15 days 
notice in the event of non-payment of Supplier services for 
more than 45 days; (Ibid.) 

The Company proposes to reduce the time in between notice of termination of 

service and actual termination of service from 60 days to 15 days. The Company 

also proposes to shorten the length of time that a Customer can be in arrears with 

the supplier (from 60 to 45 days) before the Supplier can give notice of termination. 

The Company also proposes other revisions that are necessary due to the 

permanency of the proposed program. 

In addition to the new and revised standards, the Company includes the following 

statement at the end of the “Standards of Conduct” section, “Failure to comply with 

the Standards of Conduct is a basis for removal as a qualified Supplier under 

Customer Select.” (Harms Ex. AEH-4, p. 12) 

Q. 

A. 

Do you have any recommendations concerning the “Standards of Conduct” section 

in Rider 16? 

Yes. I propose additional language to make suppliers and customers aware that 

enforcement of the standards is subject to Commission oversight. That is, I 

recommend adding additional language that informs customers and suppliers of the 

right to file a complaint with the Commission if they believe that Nicer has failed to 
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properly enforce the Standards of Conduct in Rider 16. Because this program is 

targeted toward customers and suppliers that may be less sophisticated than larger 

transportation customers and suppliers, I am concerned that these parties may be 

unfamiliar with regulatory procedures and incorrectly assume that the Commission 

does not oversee Nicer’s enforcement of its tariff provisions. 

To alleviate this concern, I recommend inserting the following language as the last 

sentence in Nicer’s proposed “Standards of Conduct” section in Rider 16: 

Any party alleging improper enforcement of the Standards of Conduct 
may file a complaint with the Illinois Commerce Commission pursuant 
to Section lo-108 of the Illinois Public Utilities Act. 

Do you have any other recommendations regarding Nicer’s proposed “Standards of 

Conduct” section in Rider 15? 

Yes. I also oppose Nicer’s proposed standard (I), which requires suppliers 

to “refrain from causing to be changed, the Customers mailing address to a 

location accessible to the Supplier.” (Ibid.) I discuss my opposition to this 

proposed standard below. 

BILLING OPTIONS 

Please describe the various billing options available under the Customer Select 

Program. 

In both the current Rider 15, Customer Select Pilot Program, and in Nicer’s 

proposed Rider 15, Customer Select, suppliers have a choice of two billing 
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arrangements. One option requires suppliers to provide their customers with a bill 

for the commodity portion of service only, and allow the Company to issue a bill for 

the distribution portion of service. In this case, the customer receives two separate 

bills. The other option allows suppliers to enter into an agreement that authorizes 

the utility to provide a single billing service, on behalf of the supplier, at an 

unregulated rate. In both arrangements, customers are required to remit their 

payment for distribution service directly to the Company. 

Q. 

A. 

Does the Company propose any revisions to the current Riders 15 and 16 that 

pertain to billing? 

Yes. Under the “Billing Date” section in the Company’s proposed Rider 15, 

Customer Select, the Company has introduced new language to prohibit customers 

from designating suppliers as their bill recipient. (Exhibit AEH-4, p. 3) Also, under 

the “Standard of Conduct” section, in the Company’s proposed Rider 16, Supplier 

Aggregation Service, the Company has added an additional standard of conduct 

that prevents suppliers from “..changing or causing to be changed, the Customer’s 

mailing address to a location accessible to the Supplier.” 

Q. 

A. 

Do you have any recommendations in the area of customer billing? 

Yes. I believe that alternatives to the billing arrangements proposed by the 

Company will provide benefits to both suppliers and customers without causing any 
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490 

491 

492 

493 

494 

495 

496 

497 

498 

499 

500 

501 

502 

503 

504 

505 

506 

507 

508 

509 

510 

511 

undue harm to the Company or increasing risk to customers. I propose offering two 

additional billing arrangements to those proposed by the Company. 

First, I propose a billing option that allows the customer to designate its supplier as 

the recipient of the Company’s transportation bill. The supplier would then provide a 

single bill to the customer with the requirement that the Company’s and the 

suppliers charges are listed as line items. 

Second, I propose a two-bill/one-payment option. Under this arrangement, Nicer 

would provide the customer with a transportation service bill, for informational 

purposes, which would require no payment for services rendered. The customer 

could then remit the payment for both the Company’s and the supplier’s services 

directly to the supplier. The supplier would, in turn, remit the transportation portion of 

the customers payment to the Company. This would provide customers with an 

itemized bill for Nicer’s services to verify amounts owed to the Company on behalf 

of the Customer. 

Finally, to be consistent with the above recommendation, I oppose Nicer’s 

proposed language restricting customers from designating their suppliers as the bill 

recipient and changing their billing address in the “Billing Date” section of Rider 15 

and the “Standards of Conduct” section in Rider 16 respectively. 
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Does Nicer offer similar billing arrangements to customers other than customers 

served under the Customer Select Pilot Program? 

Yes ~According to Nicer’s response to Staff Data Request POL 1.2, attached to this 

testimony as Exhibit 1.2, “fTjhe Company permits any customer, other than those 

served under Cusfomer Select, to designate where their bill should be mailed.” 

That-is Nicer customers receiving-service under~transportation tariffs other than the 

Customer Select Pilot Program have had the option of designating their supplier as 

their Nicer bill recipient. Nicer sales service customers can also designate other 

parties, such as family members or legal representatives, to be the recipient of their 

entire bill. I believe that Customer Select customers, at a minimum, should enjoy the 

same billing arrangements was other transportation and sales ,-service customers. 

Furthermore, I see no legitimate reason for the dichotomy between Customer Select 

and non-Customer Select billing arrangements. 

Do you have other reasons for requiring the Company to offer single bill options as 

you have proposed above? 

Yes. The Electric Service Customer Choice and Rate Relief Law of 1997 requires 

utilities to allow electric suppliers to offer a single bill option. Hence, allowing a 

single bill option for Customer Select customers maintains consistency between 

unbundled gas and electric service. I believe small customers can benefit from 

deregulation of both the gas and electric industry by having the option to receive a 

single bill for gas and electricity (and perhaps other services) from an agent of the 
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534 

535 

536 

customers’ choice. Thus, my proposed single billing option has the potential to 

simplify the utility bill paying process and provide additional benefits to Customer 

Select customers. 

537 

538 
539 
540 

541 

VII. 

Q. 

A. 

CUSTOMER RESPONSIBILITY FOR SERVICES RENDERED TO SUPPLIER 

Please explain the section Charges” in~Nicor’s proposed Rider 15,~on page 3 of 12 

of Exhibit AEH-4 in the Direct Testimony of Albert E. Harms. 

542 Rider 15 contains a provision that would allow the Company to hold customers 

543 responsible for “gas related costs” billed to a customer’s supplier. Specifically, 

544 under the section “Charges”, Nicer proposes the following language: 

545 
546 
547 
548 
549 
550 
551 
552 
553 

~~~; ~~; ~~~~~~~ ~-In the event full payments for-~setvices rendered to the Supplier, as 
provided under Rider 16, is not received from the Supplier, each 
Customer served by the Supplier shall be billed directly for any gas 
related costs originally billed to the Supplier for such service received 
at each Customer’s service location for the applicable billing 
period(s), to the extent that such charges are not recovered from the 
Suppliers deposit, letter of credit or parental guarantee. 

554 

555 

556 

557 

558 

559 

560 

Customers taking service from a qualified supplier under Rider 15, Customer 

Select, enter into an agreement to purchase gas under specified terms. The 

customer is responsible for paying the charges of the supplier for natural gas 

commodity and the Company for distribution-related services. Suppliers are 

responsible for paying charges assessed by the Company under Rider 16, Supplier 

Aggregation Service. These charges include: the supplier application charge, 

monthly Group Charge, monthly Account Charge, Group Additions Charge, Cash- 

Out Amounts, Gas Supply Charge, Critical Day Non-Performance Charge, 
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Operational Flow Order Non-Performance Charge, Required Daily Delivery Charge, 

Firm Delivery Charge, and a Month-End Required Delivery Non-Performance 

Charge. 

The Company proposes to hold customers responsible for a subset of these 

chargeQn the event that-~the sum~~of a suppliers payments and deposit, letter of 

credit, or parental guarantee is insufficient to reimburse the Company for services 

rendered under Rider 16. The~~Company refers to the subset of charges as gas 

related costs. Although the term “gas related costs” is not specifically defined in 

Nicer’s proposed tariff, then Company provided fan exhaustive list of charges it 

considers to be gas related ~costsin a-,response~ to-StaKData~-Request POL 1 .I. 

This data request response is attached to my direct testimony as Exhibit 1.3. These 

charges include recoverable gas costs under Rider 6, Gas Supply Cost. The 

Company also includes in its definition of gas related costs the following proposed 

Rider 16 Charges: Cash-Out Amounts, Gas Supply Charge, Firm Delivery Charge, 

Critical Day Non-Performance Charge excluding the $6.00 per them charge, 

Operational Flow Order Non-Performance Charge, and the Required Daily Delivery 

Non-Performance Charge. 

Q. Do you have a recommendation concerning the section “Charges” in Nicer’s 

proposed Rider 15? 
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A. Yes. I recommend that the “Charges” section in Rider 15 be eliminated from the 

Company’s proposed tariff. I oppose holding customers responsible for the failure 

ofa supplier to fully reimburse the Company for services rendered. 

Given Nicer’s proposed language above, customers could be held responsible for 

their,supplLer’s obligations to~the Company in addition to~their own obligations to the 

Company and the supplier, effectively charging customers twice for the same 

service. That is Nicer is proposing to hold customers responsible for additional 

charges even if the customers has met all of their obligations to both the Company 

for distribution service~and the supplier for natural gas supply. 

Nicer can determine whether suppliers are meeting their obligations for gas related 

costs incurred by the Company by tracking payments from suppliers and, more 

importantly, by monitoring daily supplier nominations. Nicer will know very quickly if 

the supplier stops delivering the appropriate amounts of gas and thereby starts 

incurring substantial charges from the Company. If a supplier defaults on its 

obligations for services rendered, the Company can remove the supplier from the 

program. The customer is in no position to determine if suppliers are delivering 

appropriate amounts of gas and reimbursing the Company for services rendered, 

nor is the customer in position to pursue collection from suppliers. 
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Guidelines in the Company’s proposed Rider 16 under the section “Company and 

Supplier Contract” require suppliers to “...provide adequate assurances of payment 

to the Company in the form of a cash deposit, letter of credit or parental 

guarantee....” (Harms EX. AEH-4, p. 9) This section also states, “mhe Company 

shall evaluate the capabilities of the Supplier.” The Company has taken on the 

responsibility offassessing a suppliers fiiness on behalf of customers under 

Customer Select, but is unwilling to accept the responsibility if their assessment of a 

suppliers fitness was incorrect.~ ~~~~~ 

If a supplier fails to meet its obligations, the Company should remove the supplier 

from-the program; beforethe cost~of services rendered to that supplier exceeds the 

sum of any payments from the supplier and the suppliers deposit, letter of credit, or 

parental guarantee. 

LOW INCOME FINANCIAL ASSISTANCE DISTRIBUTION 

Please explain how the Company intends to share financial assistance for low 

income Customer Select customers with suppliers. 

Nicer proposes new language in the “Billing and Payment” section of Rider 15 that 

states: 

Monies received by the Company from third-parties, such as the Low 
Income Home Energy Assistance Program, for the benefit of the 
Customer, if agreed to by the contributing third-party, shall first be 
used to pay any Company amounts and then any amounts owed the 
Supplier. (Harms EX. AEH-4, p. 4) 
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The Company has clarified the exact order that it proposes for distributing financial 

assistance among suppliers and the Company in its response to Staff Data 

Request POL 1.3, attached to my testimony as Exhibit 1.4. If a customer is in 

arrears with both the Company and a supplier, the Company proposes to reimburse 

itself entirely before sharing any financial assistance with the customets supplier. In 

othec~ words, theme supplier woulddsee no financial assistance until, all past due 

amounts owed to the Company were recovered. 

Do you have any concerns with the proposed method for sharing financial 

assistance for low income customers? 

Yes. The tariff gives Nicer priority over suppliers for receipt of low-income financial 

assistance funds. I see no reason for this inequitable priority. The Company 

already has a bad debt expense built into its revenue requirement, and recovers 

costs associated with bad debt from all ratepayers. Furthermore, the Customer 

Select program would actually lower the Company’s bad debt liability by reducing 

the value of services provided to its customers. That is, suppliers will bear the 

burden of bad debt related to gas supply rather than Nicer. 

I recommend distributing financial assistance in the following manner. First, the 

amount owed to the utility on the oldest unpaid bill should be reimbursed, then the 

amount owed to the supplier on the oldest unpaid bill should be reimbursed. 
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Remaining monies should be applied first to amounts due to the Company on the 

second oldest bill and then to the supplier on the second oldest bill, and so on. 

Does this conclude your direct testimony? 

Yes. 
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Incorporation of Group Addit,ions Fee Into Account Charge 

Item 

Estimated Number of Bills 

Previous Year’s Participation 

Number of Customers Switching 
(5% of Previous Year’s Participation) 

Change of Supplier Revenues 
($10 per change) 

Increase in Customer Account Charge 
( = $956,250 /25,176,000) 

I 
$ 61,2$0 $ 160,000 $ 211,000 

$ 0.0380 

200r 200! 

6,288,OOO 6,288,OOO 

524,000 524,000 

26,200 26,200 

$ iSZOO $ 262,000 

5 

I - 

Total 

25,176,OO:O 

95,625 

$ 956,250 
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POL 1.1 Q. Please refer to tk Section “Charges” on page 3 of 12 in Exhibit 
AElM. Provide an explicit defluition of the tcsm *gas I&&I 
costs”. The &diniticm should iwlude all costs and/or charges 
that the Company could potentially recover fkom customers in the 
event that a defaultiug supplier’s deposit does not cover unpaid 
semices - to the supplier. 

A. “Oas related costs” refers to those costs that are included in the 
definition of recoverable gas costs in Rider 6, Gas Supply Coat. 
As provided for in Rider 16, gas related costs that could be 
recovered from customers are cash-out amounts, the gas supply 
charge, firm delivery charge, critical day rb3n-pcrformmce 
charge excluding the 56.00 per therm charge, operational flow 
order IKJn-performance charge, and the required daily dcllvory 
non-perfotmance charge. Please see pages 6 and 7 of 12 in 
Exhibit AEH4. 

compnoy witness: Albert E. Harms 
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NortJw.rn Rlinois GM Company 
d/b/a Niax Gas Company 

Responseto: 

POL 1.2 Q. Does the Coinpany allow its residential sales service customezs to 
designate other parties, such as legal represenrarhres or family 
IX&.X-S residing at different addresses, to be the recipient of 
their bii? ,J&% the COmpany allow bll.QJOtitiTt CUtOmUS, 
SIZI-V~~ under hansportation tar% other than the Customer Select 
Pilot Progmm tariff, to designate other parties as bill recipii 
pIwide sny company policii or miff pmisiom r&ted to tlm 
desigmtkmof.otber parties~as bill recipients for sales service 
and/or transporlstion alstomers. 

A. The Company permits any customer, other thantbose served 
under titomer Select to designate where their bii should be 
mailed. The Company has no written policies or tariff provisions 
for designating other parties to receive a customr’s bill. 

tympany Witness: Albert E. Harms 
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POL 1.3 Q. Please refer to the section ‘Bii and Payment” on page.4 of 12 
iu Exhiiit AES-4. provide an example of the sequcncc that the 
Company intends to follow when diitributing monies reczdved by 
the company from third part& for the benefit of CuSomer SeIcct 
cawrjms. As- the mOids r&eived are for a customer that 
is rwo~-i~ an-ems and the monies are sufficient to cover 
the customer’s past due obligation and some tk.kue bills also. 
How is the money distrii if it is insufficient to cover all of 
the customer’i~ pest due obligations? 

A. Monks received from third parties would be aUocated in the 
followhkg manner: 

1) Applied to Company arrears. 

2) Applied to Supplier arrears. 

3) Applied to Company current billing. 

4) Applied to Supplier current billing. 

The Company proposes to go through each step until the money 
is completely used up to pay the past and/or current bills. If 
money remains, the Company proposes that it be held for the 
cxmmer and applii to fnme biis. 

Company Witness: Albert E. Harms 


